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FOREWORD 


In the last 2 years, the Soviet Union has filled the air of non-Com- 
munist Asia with frequent statements about the extent to which it is 
willing to furnish technical assistance to underdeveloped countries as 
a part of mutually beneficial trade agreements. In the same period, 
it has begun to contribute to the United Nations expanded technical 
assistance program. 

The Subcommittee on Technical Assistance Programs asked the 
Legislative Reference Service of the Library of Congress to make a 
thorough survey of these Soviet activities so that there might be avail- 
able information as to their scope and characteristics. Soviet sources 
have had to be used extensively and they are used subject to the 
usual reservations as to accuracy. This study is based on the report 
prepared by Dr. Sergius Yakobson, senior specialist in Russian affairs, 
and J. Clement Lapp, Foreign Affairs Division, Legislative Reference 
Service, under the direction of the subcommittee staff. 

The study is designed to provide background information, and the 
subcommittee will undoubtedly wish to explore some of the implica- 
tions and questions which are raised. But certain conclusions seem 
clear: 

The Soviets conceive of technical assistance as something which 
can be sold as part of a trade agreement and which is, at the same 
time, a useful opening wedge for economic and political penetration. 
There is no bilateral grant assistance in the Soviet scheme of things. 

Technical assistance, even under the Soviet definition, has been 
mainly limited to Afghanistan and India, with peripheral activity in 
Burma and Indonesia. It is impossible to measure its extent, 
but the available evidence indicates that thus far, at least, Soviet 
activities are only a fraction of the United States work in this field. 

Soviet performance has not lived up to Soviet promises. In part, 
this is because of the exaggeration inherent in Soviet propaganda. In 
part, also, it is a reflection of the domestic economic difficulties of 
the U.S.S. R. Appealing to the desire of Asian states for industrial- 
ization, the Soviet Union has made extravagant promises of advanced 
industrial equipment, and this is precisely the type of assistance 
which it is least capable of rendering. 

There appears to be no occasion for the United States either to 
withdraw its aid from countries receiving Soviet “‘assistance’’ or to 
attempt to outbid the Soviets in given countries. The Asian countries 
themselves have generally received the Soviet offers cautiously and 
somewhat skeptically. The United States may well benefit from a 
comparison of American and Soviet technical assistance programs 
operating in the same country. 

Finally, the Soviet technical assistance programs appear to be a 
tacit admission of the success of the American and United Sitioee 
programs in this field. The Soviet programs also appear to be a 
recognition on the part of the Soviets that the process of canons 
development may lead either to democratic or totalitarian political 
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forms—that is, that democracy does not necessarily follow from econ- 
omic development. This is a point which it is well for American 
policymakers to keep in mind. 

Soviet technical assistance has not, as yet, been conspicuously 
successful, but it is something which we should not fail to take into 
account in formulating and carrying out our own policies. 


Mike MANSFIELD, 
Chairman, Subcommittee on Technical Assistance Programs. 


JUNE 10, 1955. 
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SOVIET TECHNICAL ASSISTANCE IN NON- 
COMMUNIST ASIA 





I. InrRopucTION 


As applied by the Soviet Union to its own activities, the term ‘‘tech- 
nical assistance’? means the rendering of assistance by Soviet tech- 
nicians in return for compensation from a contracting government. 
The services of the technicians are usually supplied in connection 
with the assembly of equipment which the contracting government 
has bought from the Soviet Union. 

The term “technical assistance” is also applied to the training of 
technicians in the U. S. S. R. for compensation from a contracting 
government, usually in conjunction with the sale of Soviet equipment. 

The Soviet technical assistance program, therefore, is something 
very much different from the technical assistance program carried 
on by the United States. 

It is not, however, irrelevant to a consideration of the problems of 
policy and operations involved in the United States activities. In 
their scope and character, Soviet technical assistance activities reflect 
Soviet economic and political foreign policy and serve as a guide to 
Soviet efforts to bring additional Asian nations into the Soviet eco- 
nomic and political orbit. There is also evidence to suggest that these 
activities have been inspired, in part, by Soviet concern over the 
impact of United States and United Nations technical assistance 
programs. 

It is impossible to estimate with any accuracy the cost of what even 
the Soviets themselves refer to as “technical assistance.” The 
amount of bilateral Soviet assistance in the American understanding 
of the term is zero. And under the Soviet definition, technical assist- 
ance is so much a part of a business transaction that one cannot, with 
any assurance, segregate an amount. 

It seems clear, however, that even this amount is not large, com- 
pared either to the United States program or to the impression created 
by Soviet statements, most of which are couched in exceedingly 
general terms. 

It is the purpose of this study to examine the Soviet technical 
assistance activities in the non-Communist states of Asia, to describe 
the Soviet organization for administration of these activities, and to 
attempt to fit these activities into the larger context of Soviet policy. 
Soviet participation in the United Nations technical assistance 
programs is also treated. - 

The study does not deal with technical or economic assistance, or 
other activities related to economic development, in the Soviet captive 
states of Eastern Europe, in Communist China, North Vietnam, 
North Korea, or Tibet. The U.S. 5S. R. has extended large credits to 
other members of the Soviet bloc, including Poland, Czechoslovakia, 
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2 SOVIET TECHNICAL ASSISTANCE IN NON-COMMUNIST ASIA 


Hungary, Communist China, and North Korea. On balance, how- 
ever, so far as Eastern Europe is concerned, the net flow of capital 
has probably been from the captives to the U. S. S. R. Indeed, 
some of the Eastern European captives, notably Czechoslovakia and 
the Soviet Zone of Germany, were no doubt at a higher level of eco- 
nomic development than the Soviet Union itself at the time they fell 
within the Soviet grasp. In regard to Communist China, there is 
little reliable information in available sources as to the extent of 
Soviet credits or the methods of applying them. 

It is known that the Chinese Communists themselves are carrying 
on reconstruction work in North Korea and North Vietnam. They 
have also engaged in roadbuilding in Tibet. It is not clear how much 
of this has been done with an eye to economic development and how 
much with an eye to military operations. 


Il. BAcKGROUND 


Soviet offers of technical assistance to non-Communist Asian 
states have been a comparatively recent development and must be 
viewed in the light of an evolving Soviet trade policy which became 
most pronounced after the death of Stalin but which appears to have 
been going on in fact for some time previously. 

The old Soviet conception was that exports were justified solely by 
the need to pay for a minimum of imports required for the fulfillment of 
planned domestic goals. In 1940, the Soviet Ministry of Foreign 
Trade voiced official approval of the fact that whereas the Soviet 
Union ranked 2d among the nations of the world with respect to in- 
dustrial production, it stood 19th with respect to foreign trade.! 

This conception was first challenged in 1948 by the prominent 

Soviet economist, V. E. Motylev. He agreed that internal economic 
requirements make a certain level of imports necessary, and that 
these have to be covered by exports; but he insisted that it is also 
true that specific foreign policy objectives may dictate additional 
exports. In line with the political objectives of the U. S. S. R., he 
asserted, Soviet foreign trade is— 
a means of developing and strengthening friendly ties and close collaboration 
with a number of countries, and a means of facilitating their development in 
directions which correspond both to the interests of those countries and to the 
interests of the Soviet Union.? 

The current official Soviet view is that foreign trade is both an 
“organic part of the Socialist economic system’ and an “integral 
element of the Soviet foreign policy.” ® 

This change has been interpreted as a shift from military to economic 
pressure in the Soviet’s anti-Western campaign.* The new tactics, 
involving a limited employment of technical aid, particularly for 
propagandistic purposes, have gradually come into focus together 
with increased reliance on the peace offensive, economic pressure, and 
the trade offensive. 

1 Leon M. Herman: ‘The New Soviet Posture in World Trade,” in Problems of Communism, November- 
December 1954, p. 9. 

2 Sergius Yakobson: ‘Soviet Concept of Point Four,’’ The Annals of the American Academy of Political 
and Social Science, March 1950, p. 134. 


$3 Vneshniaia Torgovlia (Foreign Trade), Moscow, November 1954, p. 1. 
4 Leon M. Herman, op. cit., p. 12. 
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EVOLUTION OF SOVIET TACTICS 


In this postwar evolution of Soviet tactics, two phases may be 


noted: 

1. Until the death of Stalin, Soviet policy attempted to create an 
impression of support for the economic well-being of Asian states, 
while in fact no actual contribution was made toward economic de- 
velopment. Soviet policy was mainly engaged in denouncing the 
United States technical assistance program and holding— 
before the underdeveloped countries visions of Soviet bounty ready to pour forth 
on the world if it rejected American efforts to exploit impoverished colonial 
peoples.§ 

2. After the Malenkov government came into power, the Soviets 
began to make a financial contribution to United Nations technical 
assistance programs and rather modest offers of technical assistance 
to non-Communist Asian states. 

At the present stage, any comment upon the policy of the Bulganin 
government with respect to the development of Asian states could 
only be speculative. It should be noted, however, that Molotov 
recently gave assurance that the technical assistance policy adopted 
by Malenkov will continue. 

Of the non-Communist states of Asia, only in Afghanistan and 
India has Soviet technical aid actually been provided to any extent. 
The Soviet techniques of gaining an entree, applied in Afghanistan 
and India, are now being used in Indonesia and, to a lesser extent, in 
Burma. An extension of Soviet direct technical assistance to Asian 
countries other than Indonesia and Burma appears less imminent than 
in these two states. 


CHARACTERISTICS OF SOVIET TECHNICAL ASSISTANCE 


From Soviet words and actions in regard to its technical assistance 
programs, certain general characteristics of those programs and of 
the Soviet approach to them can be defined: 

1. The programs are trade arrangements and emphasis is placed 
on their businesslike nature. This provides assurance, so the Soviets 
say, that their trade and technical assistance are ‘‘disinterested,”’ and 
a contrast is drawn with United States aid which is pictured as being 
invariably accompanied by American political pressure and as being 
contingent upon support of American “aggressive militarism.’’ The 
Soviets also use the trade argument to capitalize upon the sensitivity 
of Asian states toward being recipients of charity. 

2. The Soviets view trade as ‘‘disinterested,’’ however, only when 
it is conducted on a government-to-government basis. They attempt 
to discredit Western private investment as an extension of 19th 
century colonialism. 

3. The Soviets offer long-term, low-interest loans with deferred 
payments which may be made in local currencies or which may be 
made through barter deals or other mercantilistic arrangements. 
(In practice, although some Soviet loans bear interest at 24% or 3 
percent, most of them are payable in 10 to 15 years, or even less. 
Under the mutual security program, the United States makes 40-year 


5 Michael] L. Hoffman, in New York Times, July 27, 1949, p. 7. 
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loans with interest at 3 percent if repaid in dollars or 4 percent if 
repaid in lecal currency.) The Soviets likewise offer to buy raw ma- 
terials, including those which are a glut on the market, on the basis 
of firm prices fixed for a period of 1 year or longer. Thus, they attempt 
to meet the shortage of international exchange, particularly dollar 
and sterling shortages; to satisfy the need of the Asian states for 
dependable export markets, and to appeal to the desire for low interest 
rates. Thus, also, do they attempt to draw the Asian states into 
arrangements which, if accepted, would tend to remove those states 
from the Western trading system and place them within the Com- 
munist economic orbit. 

4. Finally, the Soviets offer machine tools and industrial equipment 
to satisfy the demand for rapid industrialization and economic develop- 
ment evident in most of the states of Asia. (In practice, actual deliv- 
eries appear to have been negligible to date.) Propaganda is devel- 
oped on the theme of helping Asian states on the road to political and 
economic independence. At the same time, to satisfy the demand 
for consumer goods, Soviet exhibits at Asian trade fairs have created 
an impression that the vast array of items ranging from household 
gadgets to refrigerators and automobiles would be available from the 
Soviet Union if “political and trade ties were established. 


U. 8S. S. R. ECONOMIC CAPABILITIES 


The Soviet Union itself, however, is a shortage economy with needs 
for capital goods and unfilled demands among its own people for con- 
sumer goods. Despite the fact that Soviet technical assistance is a 
trading arrangement, foreign deliveries of goods of this kind tend to 
intensify Soviet domestic economic problems. 

The 1946-50 five-year plan, for example, promised delivery of 

725,000 tractors in the Soviet Union. Production was in fact in the 
ahiphbaiobe of 689,000, a shortage of only 5 percent, but because of 
the diversion of tractors to the European captive countries, only 
about 536,000 units were actually received in the U.S. S. R. itself—a 
shortage of 26 percent. This further aggravated the disorder in 
Soviet agricultural production openly admitted by the Soviet leader- 
ship in September 1953.° 

The picture is substantially the same for consumer goods. In 1953, 
plans were announced for the annual production, beginning in 1955, of 
196,000 washing machines, 330,000 refrigerators, 500,000 vacuum 
cleaners, 3,445,000 bicycles, and 4 million radio receivers—to satisfy 
the needs of a population in excess of 210 million.” And the return to 
an emphasis on heavy industry following the resignation of Malenkov 
probably means that even less consumer goods will be available either 
for home consumption or for export. 

It is apparent, therefore, that, despite the emphasis on trade, a large 
political element must enter any Soviet decision to divert either capital 
or consumer goods from its own economy in return for the types of 
things which it has indicated it is willing to accept in repayment. 
Even when such a decision is made, deliveries are likely to be slow and 
the amounts involved to be exaggerated. 


* Leon M. Herman, on. cit., p. 12. 
¥ New York Times, November 1, 1953, p. 268 
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PROPAGANDA THEMES 


Within this context, Soviet offers of technical assistance appear to 
be motivated by the objective of developing receptivity to trade and 
hence to the broader motive of bringing the states concerned within 
the Soviet sphere of economic and political influence and control. 

While the Soviet trade and technical assistance offensive has been 
based on this general strategy, tactics have been accommodated to the 
peculiarities of the individual states with recognition given to political 
factors affecting resistance. These include the degree of industrial 
development and other internal economic peculiarities of the state. 
Thus, while the lure of rapid industrialization and basic economic de- 
velopment is held out to the lesser developed areas, the prospect of a 
vast market in the Soviet Union and Communist China is extended to 
an industrialized Japan, thirsting for markets. 

Certain themes, however, appear in Soviet statements on the sub- 
ject. The following is typical: 

Striving to expand international economic cooperation, the countries in the 
socialist camp are giving considerable technical aid to countries which are eco- 
nomically underdeveloped, and granting this aid on conditions radically different 
from those imposed by capitalist countries. The democratic [i. e., Soviet bloc] 
states do not pursue the goal of economically subordinating underdeveloped ¢9u» - 
tries. They grant loans on more favorable terms. Rendering assistance to 
economically backward states, the democratic countries export to them only such 
materials as are difficult for them to produce domestically. Capitalistic firms, on 
the other hand, try to flood every market with their own goods. The aid of the 
democratic camp to countries poorly developed economically is based on the prin- 
ciple of mutual advantage, recognition of the equality of both sides and non- 
interference in internal affairs. * * * It is becoming increasingly clear that the 
policy of international cooperation conducted by countries in the socialist system 
is prevailing over the policy of U.S. ruling circles which is aimed at disrupting this 
cooperation.® 

Ill. ADMINISTRATION 


Soviet technical assistance is administered by a subordinate organi- 
zation of the Soviet Ministry of Foreign Trade, the agency V/O 
Technoexport. The function of this agency is to furnish equipment 
for Soviet projects outside the U.S. S. R., to supervise plant construc- 
tion, and to provide technical consultants for the planning of indus- 
trial development projects and other Soviet technical assistance pro- 
grams abroad. This agency sends engineers and other Soviet tech- 
nicians to the recipient country and supervises the training in the 
U.S. S. R. of workers, engineers, and technicians from the contracting 
country. While the projects are supervised by V/O Technoexport, 
this agency, when operating outside the U. S. S. R., administers its 
program as a part of the Soviet Trade Organization, another arm of 
the Ministry of Foreign Trade. 

The operations of V/O Technoexport have been primarily in the 
East European captive countries, China, and North Korea. In the 
non-Communist countries of Asia V/O Technoexport has undertaken 
projects in Afghanistan and India. 

While this agency has the central responsibility for planning and 
administering technical assistance programs, insofar as Soviet tech- 
nical assistance activities in non-Communist Asia have developed to 
date, other agencies have played an important role. These include 


§ Kommunist (Moscow), No. 15, October 1954, pp. 44-60. 
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the various state organs concerned with agriculture and industry; 
the State Bank; the organs of propaganda including foreign broad- 
casts; the various organizations which sponsor the visits of non- 
governmental delegations to the Soviet Union; the Chamber of Com- 
merce of the U.S. 5. R., which plays a prominent part in the organiza- 
tion of Soviet participation in foreign trade fairs; and export-import 
organizations of the Ministry of Foreign Trade other than V/O 
Technoexport.® 

IV. AFGHANISTAN 


Soviet technical aid activities in Afghanistan have followed and have 
been identified with a drive for expanded trade. The trade drive 
would appear to have a basis in long-range strategic interests of the 
U.S.S. R. rather than in any immediate advantage to be gained from 
imports from Afghanistan. 

Afghanistan is predominantly an agricultural country. Its more 
important exports include karakul furs and cotton. Afghanistan has 
copper, coal, lead, iron, and some oil deposits. Geographically, 
Afghanistan borders the Soviet Union. Long considered to be a 
barrier between Russia and the subcontinent, it flanks both India and 
Pakistan on the one side and the Near East on the other. Politically 
Afghanistan was long considered as being anti-Russian and an oppo- 
nent of communism. 

A Moslem state, it has a close identity of interest with the other 
Moslem states of the Near East. In 1937 a friendship and non- 
aggression treaty (the Pact of Saadabad) was signed linking Afghani- 
stan with Iraq, Iran, and Turkey. In 1949 official announcements 
were made in Kabul and Tehran that the 1937 pact still existed ‘in 
spirit.” The treaty was interpreted by some as being the nucleus of 
a possible Middle East defense alliance. Turkey has subsequently 
become a member of the North Atlantic Treaty Organization and 
has concluded individual treaties with Pakistan and with Iraq while 
the United States has signed military assistance agreements with 
Pakistan and Iran. Following Pakistan’s independence in 1947, 
Afghanistan’s relations with its Moslem neighbor to the southeast 
were strained by a dispute over the area inhabited by the Pathan 
tribesmen in the regions bordering the Khyber Pass.'° During the 
period in which relations remained tense the traditional trade of 
Afghanistan with India was adversely affected, due to Afghanistan’s 
geograpbical position. In this context the Soviet Union moved to 
penetrate Afghanistan. 

Early in 1950 the U.S. S. R. brought pressure on both Afghanistan 
and Iran for increased trade. Concurrently charges were made 
against Afghanistan in connection with the work of the American 
firm, Morrison Knudsen Co., engaged in the construction of irrigation 
canals and other projects for the Government of Afghanistan." In 
an effort to discredit United States technical assistance the Soviet 
Union charged that American specialists were building military roads, 
making maps, and engaging in espionage near the U.5. S. R. frontier. 

® Article by N. I. Metnikov, president of V/O Technoexport in Soviet Union, (Moscow) November 
1954; see also the Russo-British Chamber of Commerce Information Circular, January 7, 1955, and Trade 
Organizations of the U. 8. 8. R., published by Trade Agency of the U. 8. 8. R. in India, Calcutta. 

10 New York Times, January 23, 1950, p. 11; February 4, 1950, p. 4; April 24, 1950, p. 24; New York Herald 


Tribune, January 29, 1950, p. 16; February 4, 1950, p. 25; and the Times (London), September 11, 1953, p. 9. 
i! New York Herald Tribune, May 17, 1950, p. 7. 
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In July 1950 a 4-year Soviet-Afghan trade agreement was concluded. 
It provided for Soviet delivery of machinery and transportation equip- 
ment and for Soviet credits linked to the future export of Afghan 
minerals to the Soviet Union. Press reports at the time indicated 
that the Soviet Union had offered the services of oil-prospecting 
technicians in conjunction with the export of drilling equipment.” 

At the beginning of 1952 it was reported that Afghan-Soviet trade 
had doubled and that the Soviet Union had opened a trade office in 
Kabul." This office was staffed with experts to stimulate trade and 
further Soviet aims in Afghanistan. Efforts to gain an economic 
foothold in Afghanistan were accompanied by propaganda and 
diplomatic pressure directed against United Nations and United 
States technical aid programs in Afghanistan."* 

Commenting on technical assistance given to Afghanistan prior to 
1953 the official Soviet foreign trade journal states: 

Together with the successful development of mutually profitable trade between 
the Soviet Union and Afghanistan, the Soviet Union gives real help in the develop- 
ment of Afghan economy. To this end repeatedly Soviet specialists in the field 
of entomology, veterinary medicine, in the exploitation of oil wells, etc., have 
been sent to Afghanistan. In the city of Kunduze, Soviet specialists have built 
the largest cotton-cleaning plant in the country. The Soviet Union had delivered 
to Afghanistan metal poles and wires which permitted the establishment of about 
1,500 kilometers of telegraph and telephone lines. In 1952 the construction of 
four oil tanks having a general capacity of about 1,200 cubic meters was started. 
The construction by Soviet specialists of these reservoirs for holding oil products, 


with pumping and distributing mechanism, has received high praise from the 
Afghan people. 


DEVELOPMENTS SINCE 1953 


In April 1953 a five-man Russian technical mission arrived in 
Kabul to supervise the construction of air-conditioned storage houses 
for wheat." Ten months later, on January 27, 1954, an agreement 
was signed in Kabul for a loan of $3.5 million to Afghanistan at 3 
percent interest to be applied to the construction of two large grain 
elevators, a flour mill, and a bread-baking plant. The two elevators, 
one in Kabul and one in Pul-i-Khumri, would cost about $4 million 
each. The loan, to be spent on Soviet equipment and technical serv- 
ices, would be payable in dollars, karakul, cotton, or other commodities 
at the rate of $1 million a year. Radio Moscow made the following 
comment on the agreement: 


An agreement has been signed between the U. 8. S. R. and Afghanistan on 
January 27, 1954, for opening credit to Afghanistan for the building of 2 silos and 1 
bread factory. In accordance with this agreement, the Soviet Union is assisting 
Afghanistan by carrying out the technical work, giving necessary materials and 
equipment, setting up the equipment, and putting the installations into operation. 
The Afghanistan Government will pay all the expenses from the credit opened 
by the Soviet Union which has extended this credit under more favorable condi- 
tions than those received by Afghanistan from other countries.!? 


The commentator then quoted from an unidentified Afghan news- 
paper indicating that the credit with the Soviet Union was at 3 percent 
interest as compared with 3% percent charged by the United States 


12 Christian Science Monitor, September 2, 1950, p. 2; January 21, 1952, p. 4. Prior to 1950, trade between 
the two countries was conducted on the basis of agreements between the Soviet trade agency, Vostokintorg, 
and the National Bank of Afghanistan. 

18 Christian Science Monitor, January 21, 1952, p. 4. 

4 New York Times, September 19, 1952, p. 2; September 20, 1952, p. 2; November 20, 1952; Christian 
Science Monitor, October 13, 1952, p. 2. 

1s A Semin: ‘‘Soviet-Afghan Economic Relations,” in Vneshniaia Torgovlia, 1954, No. 5, p. 3. 

16 Bombay, Press Trust of India in English Morse to Tokyo, April 5, 1953. 

'7 Radio broadcast, Moscow, Near Eastern Service in Turkish, September 17, 1954, 1800 GMT. 
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for the Helmand River Valley development project. It was reported 
that each of the elevators would store 20,000 tons of cereals and that 
the electric grinding mill would grind 60 tons of wheat a day. It was 
further announced that— 


Afghanistan had placed an order with the Soviet Union for equipment for the 
construction of new oil tanks with a capacity of 3,800 cubic meters. Preparations 
in the construction area have been almost completed, Soviet workers setting them 
up quickly. The tanks will be put in service before the end of the year.!8 

A broadcast in Persian 2 days later carried substantially the same 
information but added that Soviet technicians in Afghanistan were 
also installing cotton-cleaning machinery, oil pumps, and three 
furnaces.’ Construction of the elevators, the bakery, and the mill 
in Kabul commenced in April 1954 under the supervision of Soviet 
technical workers. In May the Soviet Union supplied equipment for 
the hospital at Jalalabad.” 

During the summer of 1954 the Soviet Union commenced construc- 
tion of a 60-mile pipeline from Termez in the Uzbek Soviet Socialist 
Republic across the Amu Darya River to the Afghan city of Mazare 
Sharif. Reportedly the pipeline would have an annual capacity of 
30,000,000 gallons of gasoline and would be paid for through the 
barter of cotton and other commodities.” 

On October 5, 1954, the Afghan Ministry of Finance announced the 
signing of an agreement for credit by the U.S. S. R. of over $2 million 
for paving the streets of the city of Kabul. The Soviet Union would 
provide bitumen and roadbuilding machinery and would send Soviet 
technicians to supervise the construction. The Soviet Union also 
would provide laboratory equipment and equipment for the Kabul 
public works department. The agreement permitted the Soviet 
Union to commence exploration of the sulfur deposits in southeast 
Afghanistan.” 

During 1954 there were unconfirmed rumors that the Soviet Union 
had offered Afghanistan $250 million in economic aid, purportedly 
as a counter to United States economic and military aid to Pakistan. 
It was reported that this aid would be principally for roadbuilding, 
the construction of multipurpose hydroelectric plants, and in mining 
development. No official announcements were made concerning this 
rumored loan, and it appears to have been an exaggerated version of an 
agreement reported to have been reached in 1954 for the sale of 
$250,000 of Russian consumer goods to be paid for by Afghanistan in 
local currency for use by the Soviet Embassy in Kabul. 

In May 1955 the Ambassador of Afghanistan to the United States 
asserted that the only form of assistance provided by the Soviet Union 
was an $8 million loan made during 1954 to establish a credit for barter 

18 Ibid. 

1” Moscow, Near Eastern Services in Persian, September 19, 1954, 0930 GMT. 

20 Radio broadeast, Paris A. F. P. radioteletype in English to the Americas, November 7, 1954. 1926 GMT; 
announcement made in Karachi by the Foreign Minister and Deputy Prime Minister of Afghanistan, 
Sardar Na’im Khan; earlier reports, Paris AFP, Januarv 28, 1954, GMT; Moscow home service, April 30, 
1954, and Moscow, English language to Southeast Asia, July 21, 1954, 1400 GMT; Afghan News 
Agency Baktari release, July 23, 1954; the Times (London), February 11, 1955. 

21 New York Times, June 3, June 7, and July 30, 1954; the Times (London), February 11, 1955; radio 
broadcast Paris in French to the Americas, October 26, 1954, 1750 GMT. 

22 Radio broadcast, Moscow, Tass, Russian to For East, October 9, 1954, 1600 GMT; Radioteletype Paris 
to Americas, October 26, 1954, 1750 GMT; Izvestia, October 10, 1954; New York Times, October 11, 1954; 
New York Herald Tribune, January 14, 1955. On November 1], 1954, the Deputy Prime Minister of 
Afghanistan announced in Karachi that the loan was for $3 million and that Afghanistan was negotiating a 
$4 million loan with Czechoslovakia for industrial equipment; Broadcast Paris Radioteletype to the Amer- 
icas, November 7, 1954, 1926 GMT. In February 1955 it was unofficially reported that a total of $25 million 


had been loaned for roadbuilding and equipment for the Kabul municipality; the Times (London), Feb- 
ruary 11, 1955. 
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arrangements between the two countries. This amount presumably 
included all agreements made during 1954.78 


V. Inpra 


As in Afghanistan, Soviet overtures for providing technical assist- 
ance to India have been closely identified with the efforts of the 
U.S.S. R. to develop Indo-Soviet trade. On January 10, 1952, Mikhail 
V. Nesterov, chairman of the Soviet Chamber of Commerce, told a press 
conference in Bombay that since the Soviet Union had not ‘launched 
an armaments drive’’ it could provide India with grain, locomotives, 
streetcars, buses, machine tools, automobiles, chemicals, dyes, ferti- 
lizers, agricultural machinery, printing equipment, and weaving ma- 
chinery in exchange for jute, tobacco, shellac, textiles, copra, and 
spices. The offer to supply industrial equipment with payment in 
rupees was made on the eve of the opening of the International 
Industries Fair at Bombay at which the Soviet Union, for the first 
time, placed its goods on display to the Indian public. At the 
official opening of the trade fair Soviet Ambassador to India K. V. 
Novikov assured India that the Soviet Union was prepared to give 
technical assistance for India’s development projects.” While the 
offer stirred a certain amount of enthusiasm in Indian commercial 
circles, the Government remained unresponsive, and the offer was not 
immediately followed up. The Indian Government also appeared 
reluctant to engage in barter agreements with Communist powers. 
In August 1953 trade negotiations, which meanwhile had opened in 
New Delhi, broke down as a result of disagreement over the price 
India would pay for Russian wheat and also as a result of Soviet 
insistence upon government-to-government accounts while India 
favored private trade. 

The appointment of Mikhail A. Menshikov, former Minister of 
Foreign Trade, as Soviet Ambassador to India on September 1, 1953, 
indicated the importance which the Soviet Union placed upon develop- 
ing closer economic relations with India.* The new Ambassador 
made an opening move by offering to send Soviet technicians to aid 
in Indian development programs. This offer, however, was made in 
conjunction with an expanded trade program. Various reasons made 
the offer unacceptable. The presence of great numbers of Soviet 
citizens in India ran counter to the policy and practice of the Indian 
Government, dating from independence, of suppressing communism 
and Communist activity within India. In particular, the prospect of 
Soviet agents being at large in India was not appealing to the Indian 
Government nor to the Congress Party at a time when elections 
were to be held in sensitive Travancore-Cochin and in other states.” 

22a New York Times, July 30, 1954. According to radio broadcasts on September 10, 1954, a Soviet loan of 
$200 million had been granted. This was identified as the ‘‘third loan within 15 months.’’ Sec also New 
York Times, May 4, 1955. 

23 New York Times, January 11, 1952, p. 9 and January 14, p. 3. 

% Soviet account of the trade fair in U . 8. S. R. Inform: ann Bulletin (Washington, D. C.), vol. XII, 


No. 3, February 11, 1952, and Pravda, January 13, 1952. 
'U. 8.8. R. Information Bulletin, vol. XII, No. 3, February 11, 1952, p. 86 and New York Times, Janu- 
ia 19, 1952, p. 
%® New York Times, September 3, 1953, p. 3. 
37 New York Times, November 14, 1953, p. 2. 
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SOVIET-INDIAN TRADE AGREEMENT 


Ambassador Menshikov subsequently offered to supply India with 
heavy industrial equipment, farm machinery, and machine tools at 
prices lower than those prevailing in Western Europe and the United 
States. The Soviet Union would grant long-term, low-interest credits 
payable in rupees. Indian shipping would be used to the maximum 
extent. The Soviet Union purportedly had no interest in such Indian 
raw materials as manganese and other strategic ores but would pur- 
chase such products as jute, cinchona, tea, and oil seed, which were 
then a glut on the market. A 5-year trade agreement was signed on 
December 2, 1953.” 

Although the Indo-Soviet trade agreement contained no provisions 
with respect to technical assistance, the arrangements for such assist- 
ance were clarified in an exchange of letters between Ambassador 
Menshikov and H. V. R. lengar, Secretary of the Indian Ministry of 
Commerce and Industry. Mr. lengar’s letter, dated December 2, 
1953, stated: 


During the course of the negotiations for the conclusion of the trade agreement 
between India and the U. 8. 8. R. the question of assistance and cooperation on 
technical, scientific, and cultural matters between the two countries was dis- 
cussed. 

The represertatives of the U. S. S. R. said that the U. S. S. R. Government 
was prepared to render technical assistance that may be necessary in the instal- 
lation and operation of equipment that will be supplied by the U. S. S. R. to 
India under the said agreement. The U. 8S. S. R. Government also expressed 
willingness to render technical assistance for the planning and execution of vari- 
ous projects in India. The representatives of the Government of India expressed 
the Government of India’s appreciation of the offer made by the U. 8. S. R. 

As the nature and extent of such assistance will necessarily vary in each indi- 
vidual case, they will have to be settled as and when occasions arise for that pur- 
pose, by negotiations between the Indian parties with the approval of the Gov- 
ernment of India on the one hand and the Soviet trade organizations on the other.?® 


The Soviet press and some Indian newspapers regarded the agree- 
ments as a major cold-war victory. The Indian trade journal, The 
Eastern Economist, concluded: 


It is obvious that there is a determination on the part of both countries to ex- 
tend the range and scope of articles in international trade and to buttress it with 
a technical aid and shipping agreement * * *. While the free world has, there- 
fore, no political cause for concern, some countries in the free world will certainly 
have another economic warning to observe * * *. So long as hard currencies 
continue to exist, a preference will invariably be made in favor of countries willing 
to trade in our currency. 


In summarizing Indian press reaction, the Soviet New Times 
dwelt upon comments regarding the effect of the agreement upon 
relations with the United States: 


The Bengal Anada Bazar Patrika, which speaks for influential business circles, 
said editorially that ‘‘the Indian-Soviet trade agreement is of vast importance 
for many reasons: India today needs capital equipment for its industries, and 
experts to organize those industries.” 

The conclusion of the trade agreement with the Soviet Union is regarded by 
the Indian public as an important step toward normalizing international rela- 
tions and as a manifestation of India’s independence in international affairs. 
The National Herald declares in an editorial that India is opposed to American- 
dictated restrictions in international trade. Swadhinata describes as a highly 
important development the fact that the Indian Government ignored American 
bullying and concluded a trade agreement with the Soviet Union. 

% Foreign Service Dispatch, Amcongen New Delhi No. 928, December 3, 1953. 


29 Tbid. 
3% The Eastern Economist, December 4, 1953, p. 908. 
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The Indian press emphasizes that the Soviet Union was the first great power 
to recognize the Indian rupee. ‘‘This will raise the prestige of Indian currency,” 
the Tej remarks. Enumerating the advantages of trade with the Soviet Union, 
the newspaper says: “What Russia’s enemies will think of the agreement does 
not bother us in the least.” 

Another point the Indian press makes is that the new agreement will do much 
to lessen India’s dependence on the United States and Britain for capital equip- 
ment. The Nav Bharat Times remarks in this connection that after many vears 
of futile attempts to obtain much-needed capital equipment in the U. 8S. A. and 
Britain, India will now receive such equipment from the Soviet Union. Indian 
papers also believe that the new agreement will make for larger markets for 
Indian goods. * * * The trade agreement with the Soviet Union, Indian papers 
say, Will help overcome India’s foreign exchange difficulties, inasmuch as all 
transactions with the U. 8S. S. R. will be in rupees. Another positive feature of 
the agreement commented on is the Soviet undertaking to render India technical 
assistance.*! 


The official Soviet publication on foreign trade praised the trade 
agreement for furthering foreign trade, dev eloping and strengthening 

relations between the two countries, developing the mec hanization 
of Indian agriculture, and contributing to India’s industrialization 
and achievement of real economic independence. It stressed that 
the agreement was based on the principle of equality and mutual 
advantage and that the price of Soviet goods would not exceed the 
prices on the world market. It noted “that payment by India in 
rupees would make Indo-Soviet trade independent of American dollars 
or other foreign currency. It emphasized that the agreement pro- 
vided not only for trade in the usual sense but for the provision of 
complete industrial establishments to be constructed by Soviet 
technicians. Lastly, after charging that American technical and 
financial aid constituted interference in India’s internal affairs, the 
journal concluded that the agreement would have a ‘normalizing’ 
effect on international trade.” 

Similarly commenting on the technical assistance aspects of the 
trade agreement, Ambassador Menshikovy stated in a public address 
on December 22, 1953, that— 

Technical assistance which was being offered by the Soviet Union was entirely 
different in character from the aid received from some other countries. Russian 
aid was rendered only when it was desired and requested by a country and solely 
in the interests of that country. In such a case, the assisted country alone was 
the complete owner of new enterprises built and equipped with the assistance of 
the Soviet Union and of the products resulting from those new enterprises. The 
technical assistance was given on a friendly basis without any selfish aim on the 
part of the donor for a very moderate payment and in some cases without any 
payment at all.% 

On May 4, 1954, the Indian Minister of Commerce, D. P. Kar- 
marker, speaking on the technical assistance side of the agreement, 
told Parliament: 


According to the letters exchanged between the U. 8. 8. R. and India, the 
former was to render technical assistance in the installation and operation of 
equipment to be supplied under the agreement and in the planning and execution 
of various projects. It has not been found necessary so far to seek such 
assistance.*4 


mse V.: Soviet-Indian Economic Relations, New Times (Moscow), No. 50, Decembe1 12, 
p 


# A, M. Smirnov, Vneshniaia Torgovlia U. 8.8. R. Moscow, 1954, p. 275 (official publication of the Min- 
istry of Foreign Trade). 

3% Hindustan Times, December 22, 1 

% Radio broadcast, Bombay, Press Pret of India, May 4, 1954. 
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STEEL MILL NEGOTIATIONS 


The next major move of the Soviet Union involving technical 
assistance was an offer to provide India with a steel mill. This 
followed an announcement by India’s Minister of Commerce that 
under the second 5-year plan the target for steel production would be 
a capacity of 6 million tons by 1961. India had already entered into 
an agreement with West Germany for the construction of a new steel 
mill at Rourkela (Orissa) by the firms Krupp and Demag.* It was, 
however, evident that even with this new mill, capacity would still 
fall short of 3 million tons. <A group of Indian industrialists headed 
by two brothers, G. and B. M. Birla, had commenced negotiations to 
secure capital in Great Britain and the United States for additional 
steel mills. Significantly the Soviet offer was announced in the midst 
of these negotiations. Press reports in September 1954 intimated that 
the Soviet Union had offered to provide $75 million worth of equip- 
ment on a credit that India would repay over a 15-year period; in- 
terest would be between 2 and 2% percent (the Indian press emphasized 
that this was approximately one-half the amount charged by the 
United States and the World Bank); ownership and management of 
the mill would be Indian; the Soviet Union would not possess stock 
in the mill nor require that a percentage of the production be sent to 
the U.S. S. R.; the mill would be place d in operation in approximately 
3 years, and the Soviet U nion would provide technicians to supervise 
construction and operation.* 

On September 24, 1954, K. C. Reddy, India’s Minister of Produc- 
tion, announced that the Government of India had decided to invite 
a team of Soviet specialists to visit India to study the technical 
aspects of the new steel project and that the Indian Planning Commis- 
sion had begun studies on the type of steel to be produced.” In 
October, Dr. C. A. Mehta, director of the Bombay metals firm of 
Kamani, while visiting Japan, stated that the Soviet offer was 
obviously a part of its poliev of “trying to gain a foothold in India.’ 
He pointed out, however, that India would only accept the offer 
free of political conditions; that the number of technicians would be 
limited to 25, and that the Government-operated mill would raise the 
standard of living in India and thus “help prevent the spread of 
communism.” * While earlier reports had mentioned a credit of 
$75 million, Dr. Mehta used a figure of $150 million, to be repaid 
with 2% percent interest over 15 years. 

On November 17 a team of 16 Russian steel experts headed by 
A. A. Trusov arrived in India. Six additional steel experts arrived 
on the following day. It was announced that they would remain in 
India for about 2 months to engage in planning for the erection of 
the steel mill.** Six weeks later, in January 1955, it was reported 
that the ingot capacity of the proposed mill would be increased to 
about 850,000 tons; that the types of products to be made had been 





35 180 Indian technicians were under training in West Germany for the planned $152 million Hindustan 
Steel Works. The German constructed mill would have a 500,000-ton capacity. Indiagram, September 27, 
1954. See also Business Week, October 2, 1954, p. 150. 

3% New York Times, September 12, 1954, p. 2; Business Week, September 18, 1954, p. 164 and October 2 
1954, p. 150; and Foreign Service Despatch, American Embassy New Delhi, No. 1478, March 18, 1954, ce 
No. 357, September 16, 1954. 

37 Foreign Service despatch, American consul Calcutta, No. 191, September 27, 1954. 

3% Washington Post, October 2, 1954. 

39 Bombay, Press Trust of India, radio broadcast, November 17, 1954, 0130 GMT. 
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determined; and that these included railroad rails, wheels, and struc- 
tural steel. A short time later, it became known that India had 
accepted the technical recommendations of the Soviet steel mission 
for a 1-million-ton-capacity plant.“ During these negotiations India 
refused to accept a Soviet offer of a dismantled steel mill from Czech- 
oslovakia and another offer of a second-rate mill which had previously 
been rejected by Communist China.” 

The Soviet-Indian agreement, finally signed on February 2, 1955, 
provided for the construction of a steel plant having an original 
capacity of 1 million tons of steel ingots and 750,000 tons of rolled 
products. Eventual expansion of the plant to produce | million tons 
of rolled products was envisaged. The Soviet Union undertook to 
provide the plant and equipment, and Soviet technicians were to 
supervise the construction, to be completed by December 31, 1959. 
The total cost of the plant was not announced, but the cost of the 
equipment to be provided by the Soviet Union was estimated at 
434 million rupees or about $91,140,000 f. o. b. Black Sea and Baltic 
Sea ports. In addition, India promised to pay the Soviet Union 
25 million rupees for preparing the detailed project report, drawing 
designs, and performing other technical services. Payments were to 
be made in Indian rupees (of present value) in 12 equal annual install- 
ments with interest at 2) percent on the unpaid balance. These pay- 
ments were to be deposited in a special account in the Reserve Bank 
of India to be used by the Soviet authorities for the purchase of 
Indian commodities. Final agreement on construction of the plant 
was made contingent upon Indian acceptance of the project report, 
to be submitted within 9 months after selection of the site. If India 
rejected the project report, the Soviet Union was to be paid up to 
8 million rupees for its expenses in preparing the report. India reserved 
the right to find other means of comple ting construction of the plant 
in the event of war or embargo. The agreement provided for a maxi- 
mum use of Indian metallurgical, engineering, and other industries 
and for a close association of Indian personnel in the project in connec- 
tion with the construction as well as for training purposes. The Soviet 
Union agreed to receive in the U.S. S. R. two or more Indian delega- 
tions to observe the operations of a plant similar to the type to be built 
in India. Although the agreement did not specify the location, it was 
reported that the Bhilai region of Madhya Pradesh had been selected 
as the site of the new plant.” 

In announcing the agreement Radio Moscow stated: 

The agreement provides that Soviet organizations will complete blueprints, 
will manufacture and supply to India necessary equipment, and will carry out 
technical supervision of the project, including assembly work and the actual 
putting into operation of the equipment. In order to carry out the work con- 
nected with the design, building, and the activation of the plant, Soviet organiza- 
tions will send to India the necessary number of experts and will train Indian 
personne! in India and in the Soviet Union. Apart from this, Indian experts will 


have the opportunity to study in the U. 8. 8S. R. the metallurgical plants and 
enterprises producing metallurgical equipment. 





© New York Times, January 2, 1955, p. 7. 

41 New York Times, January 28, 1955. The increase to 1 million ton capacity had been previously 
reported, the Financial Times (London), January 11, = 

40. 8. News and World Report, March 18, 1955, p. 44 

a3 Foreign Service Despatch, American Embassy ew Delhi, No. 835, February 3, 1955; New York Times. 
February 3, 1955; Washington Post, February 3, 1955; and United States News and Ww orld Report, February 
11, 1955, p. 119. 
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The first shops including 3 coke batteries, 2 blast furnaces, and 2 open-hearth 
furnaces will be put into operation by the end of 1958 and the remaining shops by 
the end of 1959. 

The agreement with the Soviet Union was only part of India’s 
effort to increase steel production. The addition of the German and 
Russian mills would still not meet the projected steel production re- 
quirements under the second 5-year plan. On January 18, 1955, 
India agreed to accept British bids for expansion of the Tata mill and 
the German mill by 500,000 tons each. Negotiations were con- 
tinued with Britain ® for the construction of an additional mill and a 
Japanese offer was also reportedly under consideration. Further, in 
September 1954 a firm of United States consultants had been invited 
to advise the Indian Government on expansion of the Bhadravati Iron 
and Steel Works. And in May 1955 a group from Tata Industries, 
headed by the chairman, J. R. D. Tata, came to the United States 
for discussions on American participation in Tata’s plan to expand 
its steel capacity. 

OTHER SOVIET OFFERS 


Construction of a steel mill has been only one aspect of Soviet 
efforts to penetrate India. Since the conclusion of the 1953 trade 
agreement Soviet technical assistance has been made available in 
other fields. In July 1954 the U.S. S. R. provided India with the 
services of three diamond-mining experts (headed by V. I. Tikhonov) 
to survey the possibilities. of large-scale mechanization of the mines 
of the Panna diamond mining syndicate. An optimistic report was 
made in October. Although no official announcement was made at 
the time, the Indian press reported that the Soviet Government would 
supply the heavy equipment needed for full mechanization of the 
mines and would provide technicians to install the equipment.” 
Also in July 1954 Prof. P. C. Mahalanobis, Director of the Indian 
Statistical Institute, announced (while in Moscow as guest of the 
Soviet Academy of Sciences) that agreement had been reached in 
principle for Soviet experts to go to India to give technical advice 
and for Indian students to train in Russia. He indicated that 
arrangements had been made for about three Soviet experts to work 
at the Indian statistical institute on planning electronic computers.* 

During 1954 Soviet lightweight tractors imported by India were 
assembled by Soviet mechanics.* In a radio broadcast in January 
1955, Ivan Efanov, Assistant Chief of the Southeast Asia and Middle 
East Department of the Soviet Ministry of Foreign Trade, announced 
that a contract had been signed under which the U.S. 5S. R. would 
send India the full equipment for a tool factory and would give tech- 
nical assistance in its construction.” A report by the Russo-British 
Chamber of Commerce identifies this tool factory as one for the 
manufacture of files! These programs negotiated directly be- 

* Moscow, Soviet Home Service, February 2, 1955, 1930 GMT. 

‘5 See The Times of India, October 9, 1954, p. 1; the London Times, November 29, 1954, p. 8; Christian 
Science Monitor, December 6, 1954, p. 12; New York Times, January 6, 1955, p. 3; the Financial Times 
(London), January 12, 1955, and January 19, 1955. 

# Indiagram, September 29. 1954. 

#7 Indian Express (Bombay), October 14, 1954; Foreign Service Despatch, Amcongen Bombay, No, 296, 
October 28, 1954. 

** Reuters, London, radioteletype to New York, July 18, 1954. 

“ New York Times, May 26, 1954; Foreign Service Despatch, American Embassy New Delhi, No. 1818, 
May 20, 1954; New York Times, September 12, 1954. 


% Moscow, English language broadcast to Southeast Asia, January 21, 1955, 1400 GMT. 
8 Russo-British Chamber of Commerce Information Bulletin for Members, January 7, 1955. 
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tween the Soviet Union and India are additional to the equivalent 
of $536,000 of Russian technical aid to be provided through the 
United Nations program.” 

As a part of its trade offensive in India, the Soviet Government has 
sponsored numerous tours of the U. S. 5S. R. by Indian groups. A 
delegation of Indian railwaymen, for example, toured the Soviet Union 
in June-July 1954 at the invitation of the Soviet Ministry of Rail- 
ways. In September 1954 five Indian agriculture specialists 
headed by Dr. S. R. Sen, economic and statistical adviser to the Min- 
istry of Food and Agriculture, visited the Soviet Union.™ A delega- 
tion of the Indo-Soviet Cultural Society headed by Tedja Singh spent 
a month in the Soviet Union in October-November 1954.° Another 
agricultural delegation headed by M. V. Krishnappa, Deputy Min- 
ister of Food and Agriculture, left for Moscow at the end of 1954. 
A group of Indian industrialists visited the Soviet Union during 
September and October 1954. On January 19, 1955, it was an- 
nounced in New Delhi that the Indian Government was preparing to 
send a working mission to the U. S. S. R. to study the Soviet steel 
industry. Besides the quasi-official delegations, private Indian citi- 
zens and student groups have also visited the Soviet Union. 

As for grant aid to India, on October 28, 1953, Ambassador 
Menshikov presented Prime Minister Nehru with a check for 296,560 
rupees on behalf of the Red Cross and Red Crescent societies of the 
U.S. 8S. R. for the relief of flood victims in India.” 

In a résumé of Soviet relations with its neighbors, presented to the 
Soviet Supreme Council and the Soviet people on February 9, 1955, 
Foreign Minister V. M. Molotov stated: 

The further strengthening of friendly relations between the Soviet Union and 
India must be noted with great satisfaction. Political and economic as well as 
cultural ties are developing successfully which help the peoples of our countries, 
who cherish mutual respect and sincere sympathy for each other, to come closer 
together. 

A few days ago an important economic agreement was concluded. According 
to this agreement, the Soviet Union has taken upon itself to build in India, under 
the terms of advantageous long-term credit, a large steel mill which will produce 
more than 1 million tons of steel and a respective quantity of rolled metal. The 
Soviet Union will deliver all the equipment and will give the necessary technical 
assistance, including the dispatch of highly qualified experts. We met this 
request with great willingness as the development of metallurgy in India must 
further the preservation of the national independence and the economic improve- 
ment of this ancient and great country, to whom the peoples of the U. 8S. 8. R. 
extend their wholehearted sympathy. 

During the summer of this year the Soviet Union is to be visited by the Prime 
Minister of India, Jawaharlal Nehru. The announced visit of Mr. Nehru has 
found the most friendly response among the peoples of the Soviet Union. 

Our relations with two other Asian countries, Burma and Indonesia, are 
continuing to be strengthened also. 


INDIAN ATTITUDE 


While the Indian Government has apparently moved carefully in 
its acceptance of Soviet offers to provide industrial equipment and 
technical assistance, some Indian industrialists have opposed the trend. 


52 See section on Soviet participation in U. N. technical assistance programs below. 
53 Moscow, Tass releases, July 11 and July 23, 1954. 

54 Radio broadcast, Press Trust of India, August 24, 1954. 

55 News (Moscow), No. 23, December 1, 1954. 

56 Moscow, English language broadcasts to Southeast Asia, January 20, 1955. 

57 New Times (Moscow), No. 44, October 31, 1953. 

8 U.S. 8S. R. Home Service, February 9, 1955. 
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Upon returning from a tour of the Soviet Union late in 1954 the Indian 
textile manufacturer Kasturbhai Lalbhai warned that the Soviet offer 
to send technicians and equipment to India should be “taken with 
caution.’”’ Soviet engineers, he said, are “out of touch with world 
developments in industry” and Soviet machinery is of ‘‘poor quality.” 
Lalbhai declared that, after visiting 25 factories in the Soviet Union, 
it was clear that the Russians could not help. Indian industry— 

the handling of machinery in factories showed a lack of expert knowledge— there 
is no question of the Russian delegations being able to help Indian industries in 
any way—there are no original machinery factory designs in Russia, they are 
all copies of German, British, Japanese, or American plants.” 

This criticism, coming during the steel plant negotiations and 
threatening to obstruct Soviet plans for India, evoked a response 
from the Soviet Union. In an English language broadcast on Decem- 
ber 15, 1954, a Soviet commentator made a point of the fact that the 
statement was published by the Hindustan Times which belongs to 
Birla, who is ‘closely connected with the British and American 
monopolies.”” This was taken as evidence that these monopolies 
“have not yet dropped their efforts to discredit by any and every 
means India’s desire for strong economic connections with the U. S. 
S. R.”’® The Soviet press alleged that Lalbhai’s opposition was part 
of a general campaign to hamper the attempt of the Soviet Union to 
comply with the Indo-Soviet agreement on technical assistance con- 
cluded at the close of 1953. 

In its own public pronouncements, the Indian Government has 
been anxious to stress its independent position. On November 3, 
1954, the Indian Minister for Commerce and Industry told foreign 
press correspondents that India would “accept aid from whatever 
quarter it comes provided there are no strings attached.”’ He declared 
that the industrial development of India could conform neither to the 
totalitarian pattern nor the American pattern; that each country had 
to develop in its own way.” On the following day Prime Minister 
Nehru said that ‘help is welcome but ultimately any nation rises 
by its own efforts only.””® Speaking in Parliament on December 21, 
the Prime Minister asserted that ‘in India there would be no depar- 
ture from the chosen middle of the road.” At the conference of the 
U. N. Economic Commission for Asia and the Far East, in Kandy, 
Ceylon, in February 1954, the Indian delegate declared that India 
would accept aid from any country without prejudice or distinction.” 
Finally, the Indian ambassador to the United States has outlined 
India’s approach to foreign aid as follows: 

Foreign aid can be acceptable to India if it is given with the object of furthering 
her economic development and not as an instrument of cold war. In order to 
produce the best results, it is important that economic aid and technical advice be 
given without creating a sense of inferiority in the recipient country or engendering 
any suspicions about the motives and objectives of such programs.® 


59 Tokyo, Panasia News Agency releases, December 15, 1954; Hindustan Times, December 10 and Decem- 
ber 11, 1954; Daily News Record (New York), January 10, 1955. 

6 Moscow, English language broadcast, December 15, 1954, 1400 GMT, 

61 Izvestia, Tass release, article by K. Petrov, December 24, 1954. 

62 Indiagram, November 5, 1954. 

6 Indiagram, November 8, 1954. 

64 New York Times, February 11, 1954. 

65 The Annals of the American Academy of Political and Social Science, July 1954, p. 126. 
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VI. OrnerR Non-Commounist States or AsIA 


In the non-Communist states of Asia other than Afghanistan and 
India, Soviet activity has largely been confined to the dissemination 
of propaganda and participation in trade fairs. Soviet propaganda 
has sought to discredit United States technical assistance and to 
induce receptivity to Soviet trade and technical aid. Generalized 
statements directed to the region as a whole have emphasized the 
eagerness of the Soviets to trade and the benefits to be derived’ by 
Asian countries participating in such trade. 

In this connection, the following statement by the Malayan dele- 
gate to the 1953 meeting of the U. N. Economic Commission for Asia 
and the Far East is an illuminating reaction: 


Memories must be short indeed if regular delegates to the Economic Commission 
for Asia and the Far East have forgotten the welcome change in the Soviet 
attitude which first blossomed during the first trade-promotion conference in 
Singapore in October 1951, and seemed to be fruiting at Rangoon 3 months later. 

At both of these conferences, just as at the close of their delegate’s spe ec h here 
yesterday, the U.S. 8. R. offe red ¢: ipital goods with, we understand, early delivery. 
In Singapore we welcomed this change of heart in the one great manufacturing 
country which up till then had apparently been unable to help relieve our postwar 
shortages. * * * Malayan importers were genuinely interested in these capital 
goods and endeavored to place trial orders. The Malayan Government were pre- 
pared to allow the import of such goods, provided, of course, that they were com- 
petitive with those of other manufacturing countries. Most of us will remember 
that, in Rangoon, the Soviet delegate made a special point of the reliability and 
promptness of the U. 8. 8. R. in the execution of orders. So let us turn to the 
latest Malayan import figures for 1952. 

During the 11 months covered by this volume in front of me, the entire imports 
of Malaya * * * from the U. 8. S. R. have been as follows: 9 tons of asbestos, 24 
cameras, $1,800 worth of proprietary medicines, 500 pounds of canned fish, 400 

pounds of caviar. Total value—$47,129, of which caviar accounted for $16,772. 
Daring the same 11 months, the U. 8. 8. R.’s direct imports of Malayan rubber 
came to 28.7 million Malayan dollars. Last year, therefore—despite the very 
considerable fall in the world price of rubber—Russian imports from Malaya were 
still over 1,500 times the volume of their exports to Malaya. The ratio was in 
fact, 1,560 to 1. 

If, therefore, the committee agrees with the Soviet delegate in a general con- 
demnation of the exploitation of this region by manufacturing countries, they are 
thereby accepting the fact that the U. 8. 8. R. is far and away the greatest exploiter 
of the peoples of Malaya. Here then, Mr. Chairman and gentlemen, is the ful- 
fillment, so far as Malaya is concerned, of the Soviet promise—made both in 
Singapore and Rangoon—for ‘‘numerous types of capital goods in exchange for 
raw materials’. * * * © 





A. INDONESIA 


In Indonesia, Communist propaganda has emphasized the contribu- 
tion of the Soviet Union to Afghanistan and India. In a broadcast 
to Indonesia on December 15, 1954, for example, the Soviet com- 
mentator said: 

A tremendous increase was witnessed in this year’s barter trade between India 
and the Soviet Union. Soviet organizations will ales give aid to Indonesian 
firms in building industrial factories. * * * Mr. Senusi, chairman of the Indo- 
nesian delegation [which visited the U. S. S. R. in September] said that his delega- 
tion saw in the Soviet Union many things which can be used by Indonesia right 
now. 


In another Indonesian language broadcast in January 1955, the 
chief of the Southeast Asia and Middle East Department of the 


6 United Nations, Economic Commission for Asia and the Far East, Ninth Session, February 6-14, 1953, 
Bandung, Indonesia, Summary Records (quoted in United States News and World Report, M: arch 27, 
1953, p. 22). 

6? Moscow, Indonesian language broadcast to Southeast Asia, December 15, 1954, 1130 GMT. 
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Soviet Ministry of Foreign Trade lauded the benefits of Soviet trade 
and condemned United States trade discrimination and purported 
refusal to sell machinery and capital goods to underdeveloped coun- 
tries. He said: 

Soviet willingness to send technical aid to build a metal factory in India was 
hailed all over Asia. A team of Soviet metal experts is currently in India to 
discuss the building of the metal factory with Indian experts. Soviet trade 
organizations also trade with Burma and Pakistan, while preparations are under 
way for trade with Indonesia.® 

The Communist trade offensive in Indonesia was actually begun 
by the European satellite states and Communist China. Hungary and 
Czechoslovakia were the first members of the Soviet bloc to conclude 
trade agreements with Indonesia.” In July 1954, an Indonesian- 
Polish trade agreement was announced whereby Poland would provide 
textiles, chemicals, machinery, and industrial equipment in exchange 
for lead, rubber, copper, tea, coffee, and paper.”” No technical assist- 
ance provisions were reported. 

The following month Indonesia concluded a trade agreement with 
Communist China covering an exchange of goods valued at 6 million 
pounds sterling. China was to provide textiles, machinery, and 
electrical equipment while Indonesia would deliver coffee, paper, 
copper, and other minerals.’ Again, no technical assistance provisions 
were reported. Nor do the available sources indicate the extent to 
which Communist China, which is as underdeveloped as Indonesia, 
has actually delivered such items as machinery and electrical equip- 
ment; or, if such deliveries have been made, whether the items actually 
came from Communist China or the Soviet Union. 

The first recorded Soviet bloc technical assistance in Indonesia 
came in August 1954 in the form of an Indonesian agreement with 
Rumania under which Rumania was to provide technical assistance 
in building a cement mill, opening new oil wells, and exploiting 
Indonesian mineral deposits.”” A credit equivalent to approximately 
$7 million has also been extended to Indonesia by the Soviet Zone of 
Germany to cover sugar mill equipment and the services of 50 tech- 
nicians (a large number for the purpose). 

Accelerated Soviet activity ° 

In September 1954, the Soviet Union appointed its first Ambassador 
to Indonesia. The appointment signaled accelerated Soviet activity 
in Indonesia.” It coincided with a shakeup in the Indonesian Com- 
munist Party in which many influential Chinese were removed from 
controlling positions. It also coincided with the visit of an official 
Indonesian trade delegation to the Soviet Union,” and followed visits 
during the summer of 1954 by Indonesian railway, medical, agri- 
cultural, industrial, and women’s delegations.” 


* Moscow, Indonesia language broadcast to Southeast Asia, January 24, 1955, 1130 GMT. 
6? New York Times, September 25, 1954, p. 5. 
7” Pravda, July 4, 1954 


71 Izvestia, August 27, 1954 

722 New York Times, August 25, 1954, p. 10; Kommunist (Moscow), October 1954, No. 15, p. 59. 

73 Christian Science Monitor, September 24, 1954, p. 2. The Soviet Union had requested 40 buildings to 
house its statf being sent to Indonesia. In response to the protest of Indonesia, the Soviet Ambassador 
announced upon his arrival on September 14 that his staff of 30 persons had been reduced to 8 persons. For 
an analysis of the political shift in Indonesia evident around August 1954in which the President and Govern- 
ment inclined toward closer relations with the Communist bloc, see: Dennis Warner, “Indonesian Intrigue’’ 
in Wall Street Journal, December 10, 1954, p. 8; Tillman Durdin, ‘‘ Report on Indonesia” in New York 
Times, December 12, 1954, p. 4-E; and Mochtar Lubis, ‘‘ The Indonesian Communist Movement Today,’’ 
in Far Eastern Survey, November 1954, p. 161. 

4 Izvestia, September 10, 1954 

7’ New York Times, September 25, 1954, p. 5; Izvestia, August 5 and 9, 1954; Pravda, July 31, 1954. 
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Upon returning to Indonesia, the head of the trade delegation, 
Dr. A. Senusi, Acting Chief of the Department of Industry, reported 
that the U. S. S. R. was prepared to set up factories in Indonesia and 
to supply the equipment and technicians needed to place them in 
operation. He also said that the Soviet Union would supply specialists 
to train native personnel to take over management of the factories, 
and that long-term credits would be granted at an interest rate of 
2 percent.” To date, however, no Soviet-sponsored industrial projects 
have been announced although some may be under consideration in 
connection with the current trade negotiations. 

The Soviet Union assumed a prominent role in the International 
Trade Fair held in Djakarta during August and September 1954.” 
Pravda reported that the Soviet pavilion was visited by ‘over 1 
million persons including President Soekarno and Vice President 
Hatta, numerous ministers, and delegations of peasants and workers 
from all parts of Indonesia.’”’™ It stated that: 


The Chairman of the [Indonesia] Government Committee for the Organization 
of the Fair, Laikhad, declared in a conversation with correspondents in the Soviet 
pavilion: ‘‘The participation of the Soviet Union in the Fair has an enormous 
significance. For the first time the Indonesians can acquaint themselves with 
the achievements of Soviet industry and culture. But its significance goes beyond 
this. The fair will contribute to the establishment of free and broad trade rela- 
tions. As is known, Indonesia desires to end forever the policy of discrimination 
dictated by the Western Powers.”’ 

The press agencies Antara and Aneta [Indonesian organizations] issue detailed 
descriptions about the Soviet pavilion, stressing that the participation of the 
Soviet Union in the fair ‘“‘will contribute to the strengthening of the friendship 
between the peoples of the Soviet Union and Indonesia and to the expansion of 
commercial links between the two countries.’’ 7 


The success of the Soviet exhibition was described by one American 
correspondent in the following terms: 


The United States is taking a propaganda beating—by default—and the 
Russians are making propaganda hay at the Indonesian Trade Fair here. * * * 
Tens of thousands of Indonesians have come from all over the country to gaze 
with wonder on Russian-made automobiles, farm implements, machine tools, 
surgical instruments, and other “triumphs” of the Communist revolution. * * * 

‘hen Indonesians ask questions of Russian attendants they are answered in 
their own language. * * * [The Russians] put up a huge pavilion to house an 
exhibit that some sources have estimated to be worth a million dollars. They 
sent 40 technicians to staff it. * * * Because the fair has been a big success 
[U. 8.] Embassy officials have recommended that the State Department take a 
“second look”’ at its policy of nonparticipation. * * * 


At the close of the trade fair the Soviet Ambassador called on the 
Prime Minister of Indonesia and presented the pavilion which had 
housed the Soviet exhibit as a gift on behalf of the Russian people 
and as a ‘‘mark of respect and friendship of the Soviet Union for the 
people of Indonesia.”” The building was reportedly to be used as a 
hospital. 


% Izvestia, September 17 and October 27, 1954; New York Times, November 7, 1954, p. E9. Although the 
Soviet Union had previously offered in general terms to provide Asian states with industrial equipment 
at the ECAFE Conferencein Bandung, Java, in February 1953 and on other occasions, it was not until the 
middle of 1954 that specific offers were made to individual states and the first indication given of long-term 
low-interest credits and the provision of Soviet technical assistance. 

77 For a résumé of Soviet participation in trade fairs see: Literaturnaia Gazeta, September 18, 1954, p. 4; 
News (Moscow), No. 19, October 1954, p. 20; News, February 1954, No. 3, p. 27; Pravda, August 27, 1954; 
U.8.8. R. Information Bulletin, February 11, 1952. During the period since the end of World War IT, the 
U.S. 8. R. has participated in 47 foreign trade exhibitions. In Asia the Soviet Union has had exhibits in 
trade fairsin Peking (China), Bombay (India), Djakarta (Indonesia), Bangkok (Thailand), Damascus 
(Syria), and Iznier (Turkey). 

78 Pravda, October 4, 1954. 

7” Pravda, August 21, 1954. 

*” Keyes Beech in Washington Post, October 13, 1954, p. 4. 
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\ 
B. BURMA 


Although the Soviet Union has directed its usual trade propaganda 
toward Burma, it does not appear to have exerted as vigorous an 
effort to gain an economic foothold in Burma as it has in Afghanistan, 
India, and Indonesia. On the contrary, current trade negotiations 
appear to be as much the result of Burma’s initiative as of the Soviet 
Union’s. 

Since achieving independence, Burma has waged a continuous cam- 
paign to subdue two Communist insurrectionist groups within the 
country and at the same time has attempted to maintain amicable 
relations with both the free world and the Soviet bloc. The Burmese 
Government’s problems have been further complicated by the militant 
activities of the Karen minority and by the presence in Burma of 
remnants of the Chinese Nationalist forces under General Li Mi. 

On March 28, 1953, the Government of Burma announced that it 
desired to cancel the United States economic-aid agreement effective 
at the end of June. This action was variously interpreted as a move 
to emphasize Burmese neutrality, as a maneuver by the Government 
to retain the support of factions fearful of offending the Soviet Union 
and Communist China, and as an action in protest of alleged United 
States support of the Chinese Nationalist forces in Burma.*! 

On April 22, 1954, a 3-year trade agreement was signed with 
Communist China providing a market for a small part of Burma’s 
surplus rice. China undertook to provide Burma with coal, silk, 
textiles, paper, agricultural implements, light industrial products, 
handicraft goods, enamelware, porcelain, tea, and pharmaceutical 
and medical preparations in exchange for rice, beans, mineral ores, 
timber, and raw cotton.” In November 1954, the Burmese Govern- 
ment announced that arrangements had been made for the sale of 
150,000 tons of rice to Communist China within the terms of this 
agreement.” 

In September 1954, a Burmese delegation headed by the Minister 
of Agriculture and For estry visited the Soviet Union * and in Novem- 
ber it was announced that a Burmese trade mission was departing to 
the Soviet Union to negotiate the sale of additional amounts of 
Burmese rice. The delegation, which was headed by the Minister of 
Nationalization, arrived in Moscow at the end of December.® 

On February 22, 1955, Burmese Premier U Nu announced that the 
Soviet Union would soon buy 200,000 tons of Burmese rice and would 
supply Burma with industrial equipment in exchange. He said that 
the Soviet Union had shown a “sincere desire to help Burma in her 
present rice crisis.’”’ ®° The final terms of the agreement have not been 
announced, but neither Burma nor the Soviet Union has given any 
indication that large-scale technical assistance programs are under 
negotiation. 

Burmese efforts to dispose of surplus rice were not confined to the 
Soviet bloc. In October 1954, Burma proposed that the United States 
buy Burmese rice for distribution to countries in Asia. Burma would 





a New York Times, March 29, 1953, p. 1; June 12, 1953, p. 3; June 16, 1953, p. 5; June 14, 1953, p. 4; October 
, 1954, p. 5. 

82 New York Times, April 25, 1954. 

83 New York Times, November 4, 1954, p. 6; December 13, 1954, p. 3. 

84 Pravda, Sentember 12, 1954; September 26, 1954. 

85 Pravda and Izvestia, December 31, 1954. 

8 New York Herald Tribune, February 23, 1955, p. 3. 
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buy United States industrial equipment and would engage the services 
of United States technicians with the dollars earned through the sale. 
In setting forth this proposal, Premier U Nu said that— 


Burma is willing to accept United States economic aid but we prefer to pay for it, 
as this forms a more solid basis of friendship than acceptance of gifts.*’ 


Cc. CEYLON 


Ceylon’s economic relations with the Soviet bloc have revolved 
mainly around the 5-year trade agreement concluded with Communist 
China December 18, 1952. This agreement provided for the annual 
shipment of 270,000 metric tons of rice to Ceylon and the purchase 
of 50,000 tons of rubber by China. Prices were to be revised yearly. 
The agreement had no technical assistance aspects. 

Coming as it did during the Korean war, the agreement was widely 
interpreted among the members of the United Nations with armed 
forces in Korea as a violation of the spirit of the General Assembly 
resolution of May 18, 1951, against the shipment of strategic materials 
to Communist China. Ceylon is not a member of the United Nations, 
its admission having been vetoed by the Soviet Union, but on March 
23, 1953, Ceylon did prohibit private Ceylonese businessmen from 
importing strategic goods for transshipment to Communist China. 

At the time the rubber agreement was signed, the Ceylonese 
Government contended that it was nonpolitical and was necessitated 
by the falling price of rubber and the rising price of rice on the world 
market. W. Averell Harriman, then United States Mutual Security 
Director, told Congress in his final report that Ceylon had refused to 
sell the rubber to the United States because the United States had 
offered only the world market price, had offered rice at a pe ic e Ceylon 
was unwilling to pay, and had refused to promise Ceylon $50 million 
in economic aid. Communist China was paying 40 percent above the 
world market price for the rubber. 

While visiting the United States in December 1954, Ceylonese 
Prime Minister Sir John Kotelawala said that Ceylon would have 
no further need of rubber deals with Communist China if it received 
assistance from the United States. He suggested that the most 
effective way to combat communism in Asia would be through 
economic assistance “in abundance * * * in the right place and in 
the right manner and at the right time * * *.” 

As for Ceylon, the Prime Minister said: 

We want financial aid and this is the right time to give it. It must also be 
given in the right manner and the right spirit without being tied up in strings.** 

The Soviet Union itself has made no specific offers to Ceylon beyond 
its general offers to help in industrialization and to provide technical 
assistance to countries of South Asia. During 1954 the Soviet Union 
invited the Ceylon Rubber Commission to visit the U.S. 5. R. In 
February 1955 it was announced that Ceylon had rejected this 
invitation and that instead of an official delegation, a group of 
Ceylonese trade union officials and industrialists were privately 
negotiating with Soviet and Ceylonese authorities for a delegation 
to visit the U. S. S. R. during the summer of 1955.” 

87 New York Times, October 15, 1954, p. 5. 


8 New York Herald Tribune, December 2, 1954, p. 3. 
*% Broadcast, Vienna, Interreport-Ost, February 3, 1955. 
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Meanwhile, the Ceylonese Government has seized a number of 
opportunities to record its firm opposition to Communist expansionism, 
and has taken steps to impede economic and other relations—except 
for the rubber agreement with Communist China—with Soviet bloc 
nations. In January 1954 foreign exchange and other controls were 
tightened to prevent foreign Communists from entering Ceylon and 
to prevent foreign subsidization of Communist propaganda in Ceylon. 
A month later, the Government banned diplomatic relations with 
any Communist nation. 





D. THAILAND, PAKISTAN, AND JAPAN 


Thailand, Pakistan, and Japan are each linked to the United States 
in one way or another through military security agreements, and in 
each of these countries the Soviet Union has found an inhospitable 
political climate. 

In Thailand, the Minister of Economic Affairs announced in August 
1953 that his Government had been officially approached by the Soviet 
Union in regard to the conclusion of a bilateral trade agreement. The 
Thai Government stated that its ban on shipment of raw materials to 
the Soviet bloc would not be lifted but that the trade proposal would 
be considered on its merits.” 

On December 8, 1953, an International Trade Fair opened at 
Bangkok at which the U. S. S. R. exhibition (according to the Soviet 
press) was awarded first prize. The further claim was made that the 
Soviet pavilion contained more than 5,000 separate items of manu- 
factured goods and was visited by 800,000 persons.” 

The U.S.S. R.’s plans to participate in the 1954 International Trade 
Fair at Bangkok were somewhat frustrated by Thai restrictions which 
are reported to have prevented the Russians from bringing a circus 
and a ballet corps. This would pee confined the Soviet exhibit to 
an industrial display, and the U.S. S. R. withdrew from participation 
in the fair at the last minute. 

In Pakistan, the Soviet Union has not successfully employed tech- 
nical assistance as a device for economic penetration, although a 
Pakistan trade delegation, headed by Said Hassan, Deputy Minister 
of Economics, did visit the Soviet Union in October 1954, and although 
Pakistan has carried on trade with Communist China in cotton and 
jute. 

In regard to Japan, which is already industrialized, technical assist- 
ance has not been a factor in the recently stepped-up Soviet trade 
offensive. This drive, in which Communist China has played an 
important part, has instead been aimed at the— 
development, on mutually beneficial terms, of broad trade relations and the 
establishment of close cultural ties with Japan.” 

Japanese business delegations have been invited to China, and in the 
fall of 1954 a delegation of the Japanese Diet spent a month in China.” 

In addition, among other things, China has offered to settle out- 
standing controversies over fishing rights off the China coast, and 


% New York Times, August 23, 1953, p. 6. 

5! News (Moscow), January 1954, No. 1, p. 22, and February 1954, No. 3, p. 27. 

*® Communique on negotiations ‘between China and the Soviet ‘Union, Supplement to People’s China 
(Peking), November 1, 1954. 

% New York Times, ‘October 26, 1954, p. 13. 

% The Times (London), October 13, 1954, p. 6. 
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the Soviet Union has sold Japan coking coal at a loss in the interest 
of developing trade.” 

While understandably no Soviet technical assistance offers have 
been made to the Republic of Korea and the Republic of China on 
Formosa, propaganda has magnified Soviet technical aid to Com- 
munist North Korea and Communist China. Similarly there have been 
no Soviet technical assistance or economic aid offers to the Philippines 
nor to South Vietnam, Laos, and Cambodia. 


BE. THE NEAR EAST 


Until recently the Soviet Union has attempted to achieve its aims 
in the countries of the Near East (except Afghanistan) by means 
other than technical aid. Although trade agreements have been 
concluded with Iran, Israel, and Lebanon, these contain no provisions 
for technical assistance. The only instance of Soviet technical 
assistance of any significance in this area has been the provision of 
aircraft, pilots, and Soviet specialists to aid Iran in combating the 
annual invasion of locusts which cause severe losses to Iranian agri- 
culture. According to the Soviet foreign trade journal— 
more than 72,000 hectares of crops affected by the locusts have been treated by 
the Soviet expeditions during the last 3 years.” 

Soviet activity in regard to the Near East since the latter part of 
1954 has been marked by stepped-up economic and cultural gestures, 
and has assumed some of the traits which were evident earlier in South 
Asia. Soviet exhibits were sent to the international trade fairs at 
Damascus and Izmir (Smyrna). The Near Eastern states were 
invited to attend the Agriculture Exhibition in Moscow. An Israeli 
women’s delegation visited the Soviet Union and at the end of 1954 a 
delegation of the Syrian Academy of Sciences visited the Soviet Union 
upon invitation of the Academy of Sciences of the U.S.S. R. Even 
Soviet hostility toward Turkey has been toned down and an official 
Soviet delegation visited Turkey for the first time in many years in 
connection with the International Civil Aviation Conference held in 
Turkey at the end of 1954. Czechoslovakia and Hungary have 
recently contracted to supply industrial equipment to Turkey 

A more conciliatory Soviet attitude was adopted toward the 
government of Premier Zahedi in Iran in negotiations which led to a 
settlement of the long-standing border dispute. 

In recent months Soviet native language broadcasts to the Near 
East have begun to mention Soviet technical aid, particularly descrip- 
tions of the aid to Afghanistan and India. In general, this propa- 
ganda places more stress upon agricultural aid which might be avail- 
able than upon the industrialization theme used in South Asia. Not- 
withstanding the propaganda, specific offers are not known to have 
been made and the Soviet Union does not appear as anxious to engage 
in technical assistance programs in the Near East as in South Asia. 


VII. Soviet PARTICIPATION IN UNITED Nations TECHNICAL AssIsT- 
ANCE PROGRAMS 


Accompanying the developing Soviet emphasis on bilateral trade 
and technical assistance in South Asia, there has been a change in 
%5 New York Times, December 16, 1954, p 


% D. Beloshapkin: The Economic yd rd Between the Soviet Union and Iran, Vneshniaia Torgovlia 
(Moscow), 1954, No. 9, pp. 1-9. 
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Soviet policy toward the multilateral technical assistance programs of 
the United Nations.” 

When the question of establishing the U. N. expanded technical 
assistance program was before the Economic and Social Council in 
August 1949, the Soviets abstained from voting, and the Soviet 
delegate used the occasion to denounce the Point Four concept as 

“a program of expansion under a screen of anticommunism”’ and an 
opportunity for American ‘‘monopolists to seize the colonies and 
underdeveloped areas of the world in toto.” ® 

But later in the same year, in the General Assembly, the Soviet 
bloc joined other members of the U. N. in voting unanimously for the 
technical assistance resolution. One observer has suggested that this 
was because the Kremlin— 
regretted its decision to fight the Marshall plan, which had cost it so much good- 
will in Europe. Perhaps it differed from President Truman on the long-range 
effects of economic development, and reasoned that they might be rendered as 
favorable to communism as to democracy.” 

Whatever the reason, however, Soviet acquiescence in the program 
did not last long. It boycotted the first pledging conference to obtain 
funds for the program in June 1950, ostensibly because of the presence 
of Chinese Nationalists. 


PARTICIPATION IN POLICYMAKING ORGANS 


The Soviets did, however, continue to participate in the policy- 
making organs of the U. N. which dealt with the program and on 
which they had membership. These included the General Assembly, 
the Technical Assistance Committee (composed of members of the 
Economic and Social Council), which passes upon recommendations 
of the Technical Assistance Board, and the Economic Commission 
for Asia and the Far East which engages in factfinding activities 
related to the economic development of Asian countries but does not 
carry on technical assistance or economic aid programs as such. 

The record of Soviet participation in the specialized agencies, 
which actually perform most of the U. N. technical assistance work, 
is more spotty. The Soviet Union did not become a member of the 
International Labor Organization or of the United Nations Educa- 
tional, Scientific and Cultural Organization until 1954. Its member- 
ship in the World Health Organization has been in inactive status 
during the last 2 years. It has never been a member of the Food 
and Agric ulture Organization or the International Civil Aviation 
Organization, and it does not contribute to the United Nations 
Children’s Fund. 

Prior to July 1953, the Soviet Union used U. N. organs as a forum 
for attacking the existing programs, both of the U. N. and the United 
States, ostensibly on the grounds that they were designed to make the 
underdeveloped countries “raw material appendages” of the United 
States and other Western Powers. At the same time, the Soviets 
professed their own support of technical assistance to underdeveloped 

8? For a description of these programs and the problems raised by Soviet policy toward them, see Senate 
Foreign Relations Committee, Subcommittee on Technical Assistance Programs, Staff Study No. 1, ““Mul- 
tilateral Technical Assistance Programs,” 1955, pp. 1-24, and especially pp. 18-19. 

% Walter R. Sharp, ‘International Technical Assistance: Programs and Organization,’’ Chicago, 1952, 


p. 60. 
*® R. P. Stebbins and associates: ‘‘The United States in World Affairs, 1950,’ New York, 1950, p. 343. 
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areas while refusing to contribute—as Dr. Isador Lubin put it—‘‘one 
red ruble.” ' 
SOVIET BLOC CONTRIBUTIONS 


Following the death of Stalin, the Soviet Union made an abrupt 
change in its policy of financial nonsupport of the U. N. technical assist- 
ance program. In a speech in the Economic and Social Council 
July 15, 1953, the Soviet delegate voiced opposition to large-scale aid 
to underdeveloped countries and emphasized that what such countries 
needed was simply some help in helping themselves. At the conclusion 
of the speech, he unexpectedly announced that the Soviet Govern- 
ment would contribute 4 million rubles (equivalent to $1 million at 
the official exchange rate) to the U. N. technical assistance fund. 
The contribution was officially pledged at the technical assistance 
pledging conference November 12, 1953. 

At the same time Poland pledged $75,000, Byelorussia $50,000, and 
the Ukraine $125,000 while Czechoslovakia announced that it would 
participate in 1954. These actions indicated that the new policy was 
a concerted move on the part of the entire Soviet bloc. The meaning 
was variously interpreted ' as a recognition by the Soviet Union 
of the adverse propaganda effects of its nonparticipation, as a move 
to use the U. N. for further penetration of underdeveloped countries 
through sending Soviet technicians abroad and granting scholarships 
in Soviet universities, as foreshadowing increased Soviet participation 
in the work of the specialized agencies, and as a device for developing 
receptivity to securing trade agreements with underdeveloped areas 
and securing raw materials from those areas. 

In this last connection, it should be noted that Soviet participation 
in the U. N. technical assistance program coincided with an increased 
Soviet emphasis on East-West trade. In April 1953, the U.S. 5. R. 
had ended a long boycott and participated in a conference on the 
Parag: 2 of trade between Eastern and Western Europe. In the 
July ECOSOC sessions on technical assistance, the Soviet delegates 
emphasized removing barriers to international trade. 

This was followed in August by Soviet statements extolling the 
efforts of the Soviet delegates in the U. N. in— 

* * * foiling the attempts of definite elements to utilize such aid to further the 
self-seeking interests of the capital exporting countries.'@ 

The same article returned to the theme that trade was the road to 
economic development and gave evidence that East-West trade con- 
trols were hurting: 

The Soviet Union believes that the only sure way of improving the position of 
the underdeveloped countries is to remove the numerous restrictions to expansion 
of their trade with other countries, imposed upon them by some of the big 
powers. * * * Tnstead of prating so much about “aid” to underdeveloped 
countries, the United States in the first place, and other countries as well, should 
desist from robbing them by acquiring their raw materials at low monopoly 
prices and selling them manufactured goods at high monopoly prices. 

If the underdeveloped countries were allowed the opportunity to enlarge their 
trade with all countries without restriction or discrimination, it would probably 


not be lorig before they rid themselves of such handicaps as unfavorable balances 
of payments, chronic dollar shortages, and constant and dangerous drains on 


10 New York Times, June 24, 1952, p. 30. Dr. Lubin was United States delegate to the U. N. Economic 
and Social] Council. 

101 For press comment, see New York Times, July 16, 1953, p.1; October 13, 1953, p. 21; January 8, 1954, 
p. 2; March 12, 1954, p. 4; September 12, 1954, DP. as November 27, 1954, p. 23; New York Herald Tribune 
July 19, 1953, p. 2; Economist (London), July 25, 1953, p. 249. 

1022 New Times (Moscow), August 5, 1953 ,D. 7 











26 SOVIET TECHNICAL ASSISTANCE IN NON-COMMUNIST ASIA 


their foreign exchange reserves. * * * It would be better, in the interests of 
the underdeveloped countries, not to prevent them from trading normally with 
other countries and thus earning the foreign exchange they need, than to grant 
them so-called aid from which so far they have only suffered.' 

The Soviets continued not only to denounce American aid programs 
but also to criticize the U. N. programs. In October 1953, for example, 
they complained that U. N. administrative costs were too high, that 
the program had not taken the needs of Asia sufficiently into account, 
and that there had been infiltration of foreign capital directed toward 
exploitation and the obtaining of superprofits.'™ 

The Soviets also stepped up their use of U. N. forums for announcing 
offers of direct assistance to Asian countries. These offers have been 
qualified, however, and have usually been linked with the establish- 
ment of trade. A typical Soviet statement is the following, made 
by the Soviet delegate to the 10th session of the U. N. Economic Com- 
mission for Asia and the Far East in Kandy, Ceylon, in February 
1954, and reported by the Soviet Foreign Trade Journal: 

The Soviet Union is prepared to consider the question of concluding long- 
term contracts for the purchase of goods in these countries in exchange for 
Soviet goods. In doing so the Soviet Union intends to reach an understanding 
about stable prices over a lengthy period and is contemplating the possibility 
of arranging for payment in the domestic currencies of the respective countries 
of Asia and the Far East. In an.effort to promote the economic development 
of the countries within the sphere of the Commission, the Soviet Union is prepared 
to deliver to these countries equipment and machinery payable in installments. 

* * * In accordance with the program of the fund for technical aid of the 
United Nations the Soviet Union is prepared to examine concrete requests of 
countries of Asia and the Far East for technical assistance in the following fields: 
extracting and processing of minerals, developing the metallurgical, the machine 
building, and particularly the agricultural machinery industries, developing 
textile and food industries, establishment of rubber-processing plants, construction 
of hydroelectric stations and powerplants as well as organizing flood control and 
utilization of water resources for irrigation purposes, antilocust measures, and 
training and improvement of the technical know-how of workers in industry and 
other branches of the economy in these countries.!% 


USE OF SOVIET FUNDS 


When the Soviet Union announced its first pledge to the U. N. 
technical assistance program, G. P. Arkadyev, the Soviet delegate, 
stipulated that the contribution be used only by the U. N. Technical 
Assistance Administration and not by the specialized agencies, which 
share in the technical assistance fund and carry out most of the work. 
Under regulations previously adopted by the General Assembly, 
however, all contributions were to be made without strings attached. 
The U. N. therefore notified the Soviet Union that the contribution 
was not acceptable for the purpose for which it was made and the 
contribution remained on deposit to the credit of the United Nations 
in the State Bank in Moscow. In January 1954, the U. N. sent a 
special representative to Moscow to negotiate the matter, and in 
March the Soviet Union notified the Secretary General of its willing- 
ness to permit use of the funds by all participating specialized agencies 
as determined by the Technical Assistance Board. 


103 Tbid., p. 2. 

10% New York Times, October 2, 1953, p. 1. 

1% Soviet Summary in Vneshniaia Torgovliaia, Moscow, 1954, No. 4, p. 11. For the U. N. record of the 
offer, see U. N. Economic and Social Council, Economic Commission for Asia and the Far East. Official 
records, 10th session, February 8-18, 1954 (U. N. Document E/CN.11/389, March 25, 1954). 
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A further problem of using the funds remained, however, for the 
rubles were inconvertible and therefore could be spent only in the 
Soviet Union. In September 1954 the Technical Assistance Board 
urged the specialized agencies to investigate possibilities for using the 
rubles, and by the end of the year severai projects were under con- 
sideration. As of May 1955, about $3,350,000 in rubles and other 
Soviet bloc currencies was actually available for use. Of this amount 
the Technical Assistance Board at that time had approved projects 
which would utilize $1,636,200 in rubles during 1955. These projects 
were for technical assistance to Ceylon, Chile, Ecuador, India, Jordan, 
Pakistan, Yugoslavia and for regional studies in Asia as follows: 
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Country 


Ceylon. .--.--- Bae pues 
VEE es ape ee ee 


Ecuador 


India. ._- a einiin saitieontal 


Re nn tehukattiiebaw el 


Pakistan-_....-.- 


Y ugi slavi ee 


Asia and Far East, regional 


Middle East and Asia, regional 
(primarily Iran and Burma). 

Near East, regional sipiisisbanaes 

Asia, regional.........- a 


a 


SOVIET TECHNICAL ASSISTANCE 


IN 


Project 


Chemical and allied products equip- 
ment (carpentry shop equipment for 
salt workers in off season). 

Equipment for technical schools and 
institutions (industrial, meteoro- 
logical, agricultural). 

Housing equipment (testing equip- 
ment for local building materials). 


Statistics: 4 experts, 36 months; equip- 
ment (electronic computers and 
calculators). 

General economic survey: 1 expert, 5 
months; 10 fellows, 10 months (study 
tour to U. S. 8. R., to see technical 
training). 


Total... 


Animal production and disease con- 
trol equipment (laboratory equip- 
ment). 

Chemical and allied products equip- 
ment (hydraulic press and olive oll 
centrifuge) 

Mineral resources development equip- 
ment (core-drilling equipment). 


Total... 


General economic survey equipment 
(drilling and grading equipment 

Water resources development equip- 
ment (drilling equipment). 


Total . 


Land and water use and farm machin- 
ery equipment 
Irrigation projects equipment 


Total 


Fabricated metal projects equipment 
(equipment in connection with proj 
ect for advising on fabrication of 
metal product 

Power production equipment (equip- 
ment for rural electrification demon- 
stration center). 

Mineral resources development equip- 
ment (equipment for project in con- 
nection with production of heavy 
paraffin oil and lignite). 

Chemical and allied industries equip- 
ment (equipment for production of 
insecticides). 


Total ‘ 
Irrigation project equipment 


Mineral resources development: Study 
tour (ECAFF); 10 fellowships: 2 ex- 
perts in Russia (group of Southeast 
Asian officials to visit the U. 8.8. R. 
for several months to observe meth- 
ods of lignite production.) 

Forestry development equipment - 


Desert locust control equipment 
Fishery equipment 


NON-COMMUNIST ASIA 


Administered by agency 





U.N. 
Technical Food and 
Assistance Agriculture 
Adminis- | Organization 


tration | 


525, 000 - 


$11, 000 


Re. ess 


PGE Iasicwencbadeeks 


12, 000 —— 


70, 000 


130, 000 |_.-- ow 


200, 000 7 
20, 000 
87, 400 


107, 400 


14, 500 


58, 100 


13, 300 
7,100 |-- in wake 


93, 000 


90, 000 |....-- 


- 87, 840 


132, 500 
87, 300 


1, 134, 000 502, 240 
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Of the $1,636,240 scheduled for use in 1955, about 91 percent (ap- 
proximately $1, 500 5000) will be used for the purchase of Soviet sup- 
plies or equipment. Only 3 of the projects listed above involve Soviet 
experts or training grants within the U. S. S. R.: (1) The statistics 
project in India is largely for equipment but will also involve the send- 
ing of 4 experts to India for an average of 9 months each; (2) the gen- 
eral economic survey project in India will involve the sending of 1 ex- 
pert to India for 5 months, and the sending of 10 fellows to the 
U. S. S. R. for 1 month each; (3) the mineral resources department 
study tour will involve sending a group of Southeast Asian officials to 
the U.S. S. R. for several months to observe methods of lignite pro- 
duction (this trip may also be expanded to include observation of coal 
production methods in Western Europe). 

There are also under consideration new requests from India for 
projects which would use an additional $1.9 million. All of these are 
for equipment except for one project totaling approximately $42,000 
for experts and equipment requested by the Ministry of Food and 
Agriculture.'® 


106 Statistics provided by the U. 8. Department of State, Bureau of International Organization Affairs. 
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